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The First Round: The first important question on which Zandidiites Taft and Eisenhower have 
clashed is the amount of foreign aid appropriations — and thereby hangs a tale. 


The Administration asked Congress for approximately $7.9 billion. The Congressional committees 
last week cut this request to approximately $6.9 billion. Ike told the press that the $1 billion cut 
would be “seriously felt” and that any more reductions “might endanger” the military “build-up”. 
Taft not only approved the $1 billion cut but also urged that another $1 billion be taken off. So did 
Democratic Senators Walter George (Ga.) and Ellender (Ga.). The latier added that Taft had taken 


a popular stand. 


Veteran observers here remarked that Ike had really got out on the proverbial limb. For the 
whole matter of reductions in requests for appropriations involves a lot of double talk. Most informed 
people in Washington are aware of one fact rarely understood by the public: that, the Administra- 
tion, in submitting budgetary requests, always follows a horse-trading policy. The budget makers — 
it is well known on Capitol Hill — ask for much more than they really need or expect to get. Much 
haggling between Congressional members and Administration spokesmen always goes on, with the 
latter screaming shrilly that their programs will be damaged beyond repair by “foolish” economies. 
In the end, a bargain is usually reached, with the Administration getting just about what it expected, 
or sometimes more. 


What would the State Department settle for, in the present bargaining comedy? We consulted 
a prominent Administration official whose duties involve dealing with such matters, and therefore in 
a position to answer. With what figure [we asked] would the State Department, after a great many 
“fish-wife” protestations, be finally content? Our friend answered: “Oh, about $6.3 billion.” 


In short, that was probably the compromise figure at which Senators Taft and George were 
“shooting” when they urged that the appropriation for foreign aid be cut to about $5.9 billion. They 
knew, by the “feel” of the “haggling” contest that the State Department would be prepared to settle 
for about $6.3 billion, the inevitable compromise. 


Hence, when Ike strongly warned against cuts of no more than $1 billion, he was either very 
simple and quite unaware of the old familiar bargaining game, or he was knowingly trying to assist 
the State Department hagglers in their efforts to see if they could get more than they privately regarded 
as necessary. Thus, Ike hardly stars as the great economizer he claims to be. 


The Big Push: What many Taft followers fear is what they call the “big push”, scheduled to take 
place around the Ist of June. They believe, and with reason, that a veritable flood of Ike propaganda 
will drench the entire country about the time the General returns. In the offices of the big Eastern 
mass magazines, copy is already being put to press, proofs are being read and art is being plated — 
a gigantic preparation for the days when presumably everyone will want to read about and see poses 
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of the famous General. Mass political warfare — for that is what it will be — will be deployed on 
a scale and at an expenditure never witnessed here before. The Willkie blitz of 1940 — it is expected 
— will in retrospect seem insignificant in comparison with the Ike blitz of 1952. 


Gridiron: Last Sunday, following the famous Gridiron banquet the night before, the town buzzed over 
an incident which occurred during the festivities and which received much publicity in the press and 
the. radio, thereby creating a big flood of conversation throughout the town. Governor Dewey had 
found time to leave the dining room and closet himself with two big Washington figures. The Wash. 
ington Post, Administration supporter and friend of these two gentlemen, published a front page account 
(May 11) of the meeting and thereby helped make recorded history. 


The two were Secretary Acheson and Supreme Court Justice Frankfurter. The Post said that these 
men “conferred” with Dewey on the subject of foreign policy and that Acheson “‘insisted that the 
Republican nominee should support without reservations the Democratic program for aid to Europe”. 
The Post mentioned that Dewey might become Eisenhower’s “potential Secretary of State if the General 
won the nomination”. As for Frankfurter, the Post reported that “he represented the viewpoint 
primarily of the late Franklin D. Roosevelt”. 


Dewey the next day denied that the meeting was a “conference”. But Washington observers 
remarked that for the first time the collaboration of Acheson and Frankfurter and the participation 


of that Justice in political and foreign policy shaping was flatly pinned down by the press, without 
a shadow of a doubt. 


Out of town guests at the Gridiron dinner expressed wonder that Judge McGranery got a favor- 
able vote from the Judiciary Committee for confirmation, in view of that politician’s low judicial stature 
and his work in “whitewashing” the notorious Amerasia subversive case. Local observers told their 
friends that the traditional attitude of “let the President name his own cabinet” prevailed and so the 
treatment of the new Attorney General was passed off as “The Ever Normal McGranery”. 


Koje Island: The blame for the revolt of the Communist POW’s on the Korean isle is assigned to 
the influence wielded by the UN over our military authorities. Officers in the Pentagon — smarting 
under jibes from officers of our allies — view the incident of the mutiny and capture of General Dodd 
with dismay. But they are inclined to excuse the actions of Generals Dodd and Colson on the grounds 
that UN pressure has demoralized prison commanders. 


They point out that, when the prisoner camps (following the beginning of the Korean war) were 
first set up, and for many months thereafter, the Army enforced strict discipline, according to “standard 
procedure’: fair treatment, but no “babying”. They had no trouble then. But, as time wore on, 
UN officials intervened and urged self-government for POW’s. On orders from above, the Army 
vielded. The consequences were inevitable: Communists who are skilled in organizing disorder took 
over power within the “self-governing” camps. Since, by that time, the Army did not police the 
interior of the camps, the Communists managed to arm their followers; and the trouble followed. 


Why did the Army yield? Our officials had learned to fear the high-level influence of the UN. 
For, UN officials through diplomatic channels had forced our Army authorities to soften treatment 
of Red guerrillas behind our lines. Accordingly, our military authorities did not — as reason and 
tradition indicated — crack down and enforce real discipline when the mutinies began some months 
ago. In short — according to these Pentagon sources — the real significance of the POW revolts is 
that this specific situation — like the whole military situation in Korea — has resulted from inter- 
national control over what should be a purely national conduct of military operations. 
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Supreme Court: We listened, the other evening, to three Senators match guesses about the forth- 
coming decision of the Supreme Court on steel seizure. Senator No. 1 thought it would be a rejection 








of the Government’s claims for inherent powers and the score would be 7 to 2, the dissenters being 
Douglas and Black, the “left-wing”. “The court reads the papers as well as election returns.” 


Senator No. 2 believed that the Court would side 5 to 4 in favor of the Government; that the 
greatness of the issue has shaken up the court as a whole and fragmented its opinions, but that philo- 
sophically most members of the Court lean towards collectivisim in government. 


Senator No. 3 offered a new approach, which we have not seen aired in the current discussion in 
the press. He asked: why should the Nine give more power to the Executive, particularly with the 
Chief Executive now about to retire and some new “unknown”, whether Republican or Democrat, to 
succeed him? A collectivistic philosophy among Court members — our friend remarked — is all very 
well, but the same members remain humanly jealous of their own power. Indeed, from the narrow 
standpoint of “power”, it would be logical for the Court to side with the Legislative arm, in a two-arm 
front to check the swelling power of the Executive. And maybe even the “left-wing” on the Court 
would think likewise, fearing that the next Chief Executive might prove a “reactionary”. Senator 
No. 3 concluded that the Court would therefore go against the pretentions of the Executive in the 
present cause celebre. 


Gold Bonds: From Paris comes news that should be quite upsetting to the proponents of unlimited 
sovernment counterfeiting. Gold has been put into a new issue of French bonds, to be floated before 
the end of this month, according to the papers. The new security will be backed by gold, at the open 
market price of the gold Louis Napoleon. Should this gold piece rise in price, the French Treasury 
will secure the bond holder against loss by revaluating the bond in proportion to the rise. 


Lansing Warren, special correspondent for the New York Times, ofiers an explanation for this 
radical departure from French fiscal policy, in the issue of May 11; reporting that it has the “double 
object of enticing buyers from among the host of persons who received an amnesty on back taxation 
upon hidden funds and of inducing peasants and other hoarders of gold to invest in the new issue”. 
That is another way of saying that the flight from the unbacked franc has been marked by hoarding, 
and that the only way to get this hidden gold into circulation is to offer a security backed by gold. 


Somehow, the loose-money advocates cannot break the age-old faith in the metal. 


The I-S-I; HUMAN EVENTS welcomes its welcome neighbor, the Intercollegiate Society of Indi- 
vidualists. The ISI is dedicated to the proposition that ideas have consequences, that our present push 
toward Socialism is the result of student indoctrination which began with the extra-curricular Social- 
istic clubs on our campuses some forty years ago, and that the way to counteract this trend is to start 
counterfires. The plan of the ISI is to foment the organization of campus cells for the study and dis- 
cussion of Individualistic ideas and theories. Speakers who are qualified to explain Adam Smith, 
Locke, Albert Jay Nock, Charles Graham Sumner, the classical economists, the principle of limited 
government and such subjects, and to relate theory to current events, will be offered to these clubs. 
Additionally, books and literature will be provided the students. But the organization and activities 
of the clubs will be left to the students. It is a long-range program. 


The immediate objective of the ISI is the formation of these groups. Readers of HUMAN 
EVENTS are requested to send in the names of students who might be interested. Avis Donohoe is 
the Secretary and William F. Buckley, Jr., our contributor and the author of the most controversial 
book of the season, God and Man at Yale, is the President. The address: 1136 Eighteenth Street, 
N. W., Washington 6, D. C. 





Book Events 
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Back Door to War: The Roosevelt Foreign Policy, 1933-1941, by Charles Callan Tansill, 
Chicago: Henry Regnery Company. $6.50. Reviewed by George Morgenstern. 


Dr. Tansill’s book demolishes what little is left of the official myths justifying the Roosevelt ‘war, 
The Administration is an unwilling collaborator, for in opening some of its confidential files to historians 
who could be trusted to uphold the official legend it rendered itself vulnerable. It was shamed into 
granting Dr. Tansill access to the State Department secret files, and he knew what to look for and how 
to use it. This material, together with the manuscript collections of the National Archives and Library 
of Congress, provided the author with inexhaustible ammunition, and he has not wasted a shot. 


Much of the diplomatic correspondence cited was omitted from such State Department compilations 
purporting to expose the roots of the war as Peace and War and the two Foreign Relations volumes 
dealing with Japan in the period 1931-1941. The deletions were certainly not accidental. Almost every- 


thing that Dr. Tansill discovered and the department chose to forget does not jibe with the official version 
of why there was a Pearl Harbor. 


The narrative that Dr. Tansill unfolds will prove distressing to those who still cling to the belief that 
events inexorably forced the United States into war, that all of the morality was on our side, and that 
Roosevelt and his agents dealt candidly with the American people and with the nations which 
became America’s opponents in war. The folly of the course of beating Germany and Japan into the 
ground when they stood as the only possible brakes upon Soviet imperialism ought by now to be mani- 


fest to a school child; but it looks even more lunatic, if that is possible, in the light of the mass of fresh 
and relevant data introduced by the author. 


Japan had an accurate perception of the threatening nature of Soviet intentions and of Russian 
machinations in China. It repeatedly tried to impress the United States with the fact that it was a 
national imperative to do in Manchuria and North China what we had done under comparable condi- 
tions of developing anarchy in the Caribbean. Some of our brighter (and, of course, subordinate) 
diplomatic agents saw the logic of the Japanese case and agreed that Japan would, as she maintained, 
serve the capitalist world as a defensive outpost against aggressive Communism. 


Not so, however, with Henry L. Stimson, the Secretary of State whom Hoover termed “more warrior 
than diplomat”. His passion for sanctions at the risk of war, rejected by Hoover, was embraced by 
Roosevelt, whom he later served, appropriately, as Secretary of War. It was the Stimson doctrine of non- 
recognition, applied first to Manchukuo and later to Ethiopia, that led to the attrition of American 
neutrality and self-interest. Cordell Hull, carried away by a passion for sterile moralism, fell into lock 
step and Roosevelt, incessantly preaching peace while tirelessly working for war, used this pair to get 
America into a snarl that could finally be resolved only by recourse to war. 


Dr. Tansill shows how and when the United States could have had full understanding and peace 
without loss of principle or advantage. But the decision was not for peace. The author suggests that the 


locus. of the Tokyo war crimes trial might more appropriately have been Washington, with a different 
set of defendants. 





George Morgenstern, the author of Pearl Harbor—The Story of Secret War (Devin-Adair, 1947), 
has contributed articles to HUMAN EVENTS. 
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ee on: is a tricky package with an alluring title. Under the guise of con- 
trolling profits, it is indeed an instrument for the control of business, and has many 
features suggestive of the Fascist pattern. 

This is how renegotiation works. The government offers the businessman a defense 
contract. To get it, he must agree not to fill the order, but also to subject the conduct 
of his business to government supervision. He nominally runs the business. But con- 
cealed in the contract is the government’s privilege to determine how much profit he shall 
make (not only on the contract itself, but on all his operations), and to scrutinize the 
management of his business. 

Hitler rode into power with much the same devious methods. He sold the Rhine in- 
dustrialists the idea of a partnership between government and business, which they accepted 
with alacrity and contributed toward his ascent to power. The result of the partner- 
ship we know. It could not be otherwise. Political power and economic power can- 
not remain on a basis of equality. This is a principle the American businessman who 
enters into partnership with the government, through a renegotiable contract, should 
keep in mind. 





——— 


Renegotiation, like other so-called temporary measures, has grown like a snowball. 
It arrived in World War II. The military needed new types of equipment, the produc- 
tion costs of which were not known. The government gave the cost-plus go-ahead 
signal, with the proviso that if the profits proved “excessive” a share would go to the 
Federal treasury. 

The renegotiation of contracts was then the exclusive privilege of the Departments 
of Defense, Army, Navy and Air Force. Each could award contracts on this basis, and 
each could decide, when the time came to pay the bill, that either the prices were exces- 
sive or the profits too high. If the ruling was on profits, the excess went to the Treasury. 
If the ruling, based on profits also, was to readjust the contract price, the savings 
remained in the departments’ funds and were available for the purchase of more supplies. 

In making its ruling, the investigatory board took into consideration the con- 
tractors’ total defense contracts, not each separately. Most of the contractors have both 
civil and government business, and it was obligatory for them to open all their records 
so that the board could decide what is civil and what defense business. The profits 
under investigation covered the entire business of the contractor, since a splitup between 
the two kinds of operations is difficult, if not impossible. 


The Supreme Court has decided that renegotiation does not violate the Constitution. 
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irene initiated to meet a temporary war emergency, was advanced by 
Congress to cabinet or ambassadorial level. A Renegotiation Board, a new adminis. 
trative agency, was created. Its members are appointed by the President, subject to 
Senate approval. Instead of only four departments doing their own renegotiating, the 
Board does it for nineteen departments and agencies. More can be added at any time, 
The top Board sits in Washington with Regional Boards, which it names, in Washing. 
ton, New York, Los Angeles, Chicago, Detroit and Boston. More will follow. 


The new law covers all defense contracts, either awarded or completed, between 
January 1, 1951 and December 31, 1953. The funeral day is set but renegotiation will 
not die without a fight. “Temporary” agencies never do. 


Annual profits of over $250,000 for a prime contractor, or $25,000 for a subcon- 
tractor, render the contract renegotiable. If the profits are $400,000, the top Renegoti- 
ation Board handles it. If less, an area Regional Board acts. However, every business. 
man having a contract relating to defense must report on his total annual business, not on 
his defense work alone. 


Almost any article can put a contractor under the broad mantle of defense work. 
The manufacturer or merchant who sells a lead pencil to the holder of a renegotiable 
contract gets in. Some raw materials, chiefly farm and mineral, are exempt. A raw 
potato would not count in renegotiated profits; if dehydrated, it would. 


A tax collector may audit a citizen’s books to determine whether his return is 
correct, but he must proceed according to law. A renegotiation board, an appointed 
body, is a law unto itself. Checking or auditing the annual return of a business that 
has a government contract is only a start in renegotiation. 


A board, national or regional, decides what portion of the year’s total profits is 
“excessive” — to be paid to the Federal Treasury; the contractor has little to say about 
it. No law defines “excessive” and opinions of board members may differ for each 
region or for each business in a region. 


To reach a decision, a board has practically unlimited authority. It can, actually 
is expected to, investigate all operations of the contractor. for the previous year. It will 
decide, still fixing its own standards, whether his operations were economical or wasteful. 
The board goes into the prices paid for materials and into the operations of those who 
supply them. It weighs the productive efficiency of machines, wage scales, working 
conditions and even customer relations and marketing practices. The owner is pet: 
mitted to run his business, but a Renegotiation Board passes judgment on his manage: 
ment and doles out his profits. That is the Fascist pattern. 


The United States has a Constitution and an owner’s rights to manage his own 
business are presumably protected by law. But, bureaucracy has learned a few things 
since the Supreme Court invalidated the Blue Eagle of the late Hugh Johnson. 
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Renegotiation, having received the blessing of the Supreme Court, by-passes all lower 
tribunals except the over-worked Tax Court of the United States. In effect, the deci- 
sions of the top Renegotiation Board, to which the decisions of the Regional Board may 
be appealed, is final. 


Ww" A CONTRACT is awarded, the contractor signs a pledge to renegotiate all 

his business at the end of a year, thus technically waiving any right to question 
the Act’s constitutionality in court. Even before he is permitted to bid on a contract, 
he must certify that he will not cheat, hire ‘5-percenters” or otherwise misbehave. 
Renegotiation leaves no loopholes to escape from its strict control. 


More than 25,000 contractor profit returns are expected for the first year, 1952. 
Some 2,000 are still being renegotiated from the 1948 and earlier laws. Some con- 
tractors will be cleared quickly, either because the profit on their year’s business is below 
the minimum for renegotiation or because the profit was not “excessive”. The others 
get six months to file more detailed returns. A board can wait a year longer before 
starting to process these returns. It has two years more to complete the renegotiation. 
Even then both sides can agree to extend the time. 


Renegotiation boards will soon be swamped with returns. In time, the hard pressed 
Tax Court will be buried even deeper with appeals. Under these hard rules of rene- 
gotiation, a contractor may wait 314 years after filing his first return before he knows 
how much profit he will get for a job he started working on 414 years earlier. The 
mental strain and financial risk to business is plain to anyone. 


Official reports of ‘‘excessive” profits recovered for the Treasury will seem like 
golden nuggets in a spendthrift age. But, they will not show how much it has cost govern- 
ment and business in both time and dollars to find the flecks of gold. Even less will 
they show the cost to the consuming public from substituting haphazard profit renego- 
tiation for the old system of equal prices for all customers. 


Most holders of government contracts also produce for private trade. If prices are 
too high, the government takes part of the profits. The private consumer has paid the 
same prices as the government, but he does not get a refund. The Treasury windfall 
sounds good but much of it will be actually taken out of consumers’ pockets by the 
higher prices. 


Only the government stands to gain from these renegotiable contracts. It’s a 
heads-I-win-tails-you-lose arrangement. If increased cost of materials, higher wage scales 
and other factors eat up a contractor’s anticipated profits, or cause a loss, before the 
end of the year, the contractor is the only sufferer. Renegotiation, concerned only with 
profits, can do nothing for him. As a Board member explained: “Renegotiation is a 
one-way street.” 








“W HY WORK to show a profit if a Renegotiation Board is going to take most of it?” 
is a natural question. A contractor might hide his profits by increased salaries, 
purchases at fancy prices, discreet investments and other inflated overhead items. Thus, 
ho profit, certainly no “excessive” profit, would show in a return to a Board. 


To prevent such sharp financing, the Renegotiation Boards have authority to super. 
vise and inspect the establishments and operations of holders of defense contracts, 
Naturally, if no profits show at the end of a year, the government gets nothing. But 
the Board can decide that the contractor has been extravagant or wasteful and warn 
departments and agencies against awarding him further contracts. 


“Why economize if a government takes the profits in the end?” also sounds logical. 
Renegotiation tends to destroy the incentives for efficiency, for new ideas, improved 
methods and the other dynamic forces by which American production leads the world. 
If renegotiation does not sap the vitality of American producers through government 
controls and interference, it will be because of the inherent American instinct to do a 
job well. But, lackadaisical plant operations can become a habit, even with Americans, 


Renegotiation operates under rules and procedures devised and enforced by indi- 
vidual officials instead of under established trade practices and written laws. Board 
decisions are extra legal, purely arbitrary, and can vary not only according to the per- 
sonnel of the Board but also according to the political opinions of the contractor. The 
Board makes the law. 


There are, approximately, 4,000,000 business establishments in the United States, 
from one-man outfits to mighty corporations, from homecraft to highly technical 
and mechanized operations. Not only the big producers but many of the smaller ones, 
as subcontractors or suppliers, may come under renegotiation, since so much of the 
nation’s business is channeled into government lines. 


No individual or group of five individuals can judge the efficiency of the varied 
industry of the United States, from producing a delicate scientific instrument to bull- 
dozing a thousand tons of dirt. That being impossible, members of the Boards are 
picked for other qualifications. Of the top renegotiation Board in Washington, three 
are lawyers, one is a broker and the fifth is a professor of accounting. It is, as it must 
be, a political body. 

The arbitrary powers over business given to Renegotiation Boards is a standing 
invitation to exercise influence and discrimination. Appointees may be men of tested 
probity but Washington’s record shows what so often happens — as with RFC, the 
Internal Revenue Bureau and others that do not have anywhere near the arbitrary 
authority of renegotiation. Political influence, social connections, personal friendships 
and substantial presents easily become part of the official atmosphere. Renegotiation 
is inviting. 

The individuals who direct renegotiation are incidental. They will come and go. 
Even dictators are not indestructible. The danger is that this government control and 


dictation over the profit incentive may permanently replace the individual initiative and 
enterprise which has made a great nation. 





Junius B. Wood, free lance writer and contributor to Nation’s Business, was for many years a foreign 
correspondent for various newspapers and services. 
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